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Service who is not disbarred or sus-
pended from practice before the Inter-
nal Revenue Service and who has a
written power of attorney executed by
the taxpayer.

(f) No action in bankruptcy court for
any sum in excess of the dollar amount
sought in the administrative claim. No ac-
tion for actual, direct economic dam-
ages under paragraph (a) of this section
may be instituted in federal bank-
ruptcy court for any sum in excess of
the amount (already incurred and esti-
mated) of the administrative claim
filed under paragraph (e) of this sec-
tion, except where the increased
amount is based upon newly discovered
evidence not reasonably discoverable
at the time the administrative claim
was filed, or upon allegation and proof
of intervening facts relating to the
amount of the claim.

(g) Period of limitations—(1) Time for
filing. A petition for damages under
paragraph (a) of this section must be
filed in bankruptcy court within two
years after the date the cause of action
accrues.

(2) Right of action accrues. A cause of
action under paragraph (a) of this sec-
tion accrues when the taxpayer has had
a reasonable opportunity to discover
all essential elements of a possible
cause of action.

(h) Recovery of litigation costs and ad-
ministrative costs under section 7430—(1)
In general. Litigation costs, as defined
in §301.7433-1(b)(2)(i), including attor-
neys fees, not recoverable under this
section may be recoverable under sec-
tion 7430 if a taxpayer challenges in
whole or in part an Internal Revenue
Service denial of an administrative
claim for damages by filing a petition
in the bankruptcy court. If, following
the Internal Revenue Service’s denial
of an administrative claim for dam-
ages, a taxpayer files a petition in the
bankruptcy court challenging that de-
nial in whole or in part, substantially
prevails with respect to the amount of
damages in controversy, and meets the
requirements of section 7430(c)(4)(A)(ii)
(relating to net worth and size require-
ments), the taxpayer will be considered
a prevailing party for purposes of sec-
tion 7430, unless the Internal Revenue
Service establishes that the position of
the Internal Revenue Service in the
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proceeding was substantially justified.
Such taxpayer will generally be enti-
tled to attorneys’ fees and other rea-
sonable litigation costs not recoverable
under this section. For purposes of this
paragraph (h), if the Internal Revenue
Service does not respond on the merits
to an administrative claim for damages
within six months after the claim is
filed, the Internal Revenue Service’s
failure to respond will be considered a
denial of the claim on the grounds that
the Internal Revenue Service did not
willfully violate Bankruptcy Code sec-
tion 362 or 524.

(2) Administrative costs—(i) In general.
Administrative costs, as defined in
§301.7433-1(b)(2)(ii), including attor-
neys’ fees, not recoverable under this
section may be recoverable under sec-
tion 7430. See §301.7430-8.

(if) Limitation regarding recoverable
administrative  costs. Administrative
costs may be awarded only if incurred
on or after the date of filing of the
bankruptcy petition that formed the
basis for the stay on collection under
Bankruptcy Code section 362 or the dis-
charge injunction under Bankruptcy
Code section 524, as the case might be.

(i) Effective date. This section is ap-
plicable to actions taken by the Inter-
nal Revenue Service officials after July
22, 1998.
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THE TAX COURT
PROCEDURE

§301.7452-1 Representation of parties.

The Commissioner shall be rep-
resented by the Chief Counsel for the
Internal Revenue Service in the same
manner before the Tax Court as he has
heretofore been represented in pro-
ceedings before such Court. The tax-
payer shall continue to be represented
in accordance with the rules of practice
prescribed by the Court.

§301.7454-1 Burden of proof in fraud
and transferee cases.

In any proceeding involving the issue
whether the petitioner has been guilty
of fraud with intent to evade tax, the
burden of proof in respect of such issue
shall be upon the Commissioner.
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